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Eni is aware that the creation of value in the
medium-long term requires an effective management
of relations with stakeholders. Since 2001 Eni has been
supporting the Global Compact initiative of the United
Nations, aimed at promoting corporate policies and
practices oriented to sustainability by sharing and
implementing ten basic principles concerning human
rights, labor standards, environmental protection and
the fight against corruption. In 2005 Eni continued to

promote corporate practices in line with these
principles.
With respect to transparency, Eni supported the
introduction of the tenth principle and upheld the
Extractive Industries Transparency Initiative (EITI) that
unites governments, international financial institutions,
energy companies and Non Governmental
Organizations (NGO) with the aim of making revenue
flows from extractive industries transparent.

Commitment to sustainable development

INTRODUCTION
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Foreword
The centrality of persons, their safeguard and
enhancement are a crucial value in Eni’s culture and one
of the key factors for the creation of sustainable value in
the long term.
Eni’s main objectives for its human resources are the
following:
(i) to guarantee safety and health of employees and

contractors;
(ii) to plan human resources management and

development initiatives oriented to the medium
and long term consistent with the features of the
industry but adequate to the promotion of
individual career paths;

(iii) to attract the best resources at domestic and
international level through intense relations with
universities and research centers, actively
contributing to the education and training of
young generations;

(iv) to develop and share know-how through the
systematization and dissemination of knowledge
and best practices for operating processes;

(v) to manage international human resources with
homogeneous tools in the respect of local laws and
cultures;

(vi) to obtain significant results in the field of industrial
relations both locally and internationally;

(vii) to attain the greatest effectiveness from internal
communication and training activities.

Workforce
At 31 December 2005, Eni’s employees were 72,258
with an increase of 1,910 employees from 31 December
2004, or 2.7%, reflecting a 2,479 increase in employees
hired and working outside Italy and a 569 decline in
employees hired in Italy.
Employees hired in Italy were 40,192 (55.6% of all Group
employees), of these 37,493 were working in Italy, 2,480
outside Italy and 219 on board of vessels. As compared
to 2004, the 569 unit decline in employees was due
mainly to changes in consolidation (723 employees,
due to the divestment of the water business, IP and
technical services at Porto Marghera) offset in part by

Employees at year-end (units) 2003 2004 2005 Change % Ch.

Exploration & Production 7,492 7,477 7,491 14 0.2

Gas & Power 12,982 12,843 12,324 (519) (4.0)

Refining & Marketing 13,277 9,224 8,894 (330) (3.6)

Petrochemicals 7,050 6,565 6,462 (103) (1.6)

Oilfield Services Construction and Engineering 25,583 25,819 28,684 2,865 11.1

Other activities 6,380 4,983 4,638 (345) (6.9)

Corporate and financial companies 2,657 3,437 3,765 328 9.5

75,421 70,348 72,258 1,910 2.7

HUMAN RESOURCES AND ORGANIZATION
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the positive balance of persons leaving their job and
new hirings and net transfers from unconsolidated
subsidiaries.
The process of improvement in the quality mix of
employees continued in 2005 with the hiring of 2,099
persons, of which 727 with open-end contracts. A total
of 1,372 persons were hired with this type of contract
and with apprenticeship contracts, most of them with
university qualifications (800 persons of which 509 are
engineers) and 533 persons with a high school diploma.
During the year 2,027 persons left their job at Eni, of
these 1,438 had an open-end contract and 589 a
fixed-term contract.
Employees hired and working outside Italy at 31
December 2005 were 32,066 (44.4% of all Group
employees), with a 2,479 persons increase due to the
positive balance of new hirings with open-end contracts
and persons leaving their job in Saipem and
Snamprogetti (2,639 employees) and the negative
balance (160 persons) of persons leaving the job and
new hirings with open-end contracts in the rest of the
Group.

Organization
Studies have been started for the restructuring of the
orientation and control functions of the corporate
department, now responsible for orienting and
coordinating service subsidiaries. Following the merger
of EniData SpA and Italgas Più SpA into Eni, all operating
activities have been integrated.

Human resources management
and development
The major initiatives of 2005 in the area of human
resources management and development were:
(i) introduction of change management plans in

order to support the improvement of internal
control systems;

(ii) implementation of a plan for the rejuvenation of
managers at all levels;

(iii) introduction of an innovative operating tool for
the support of incentive policies for junior
managers aimed at enhancing professionalism and
guaranteeing internal fairness and competitivity
with reference markets;

(iv) introduction of apprenticeship contracts in all
operating units of the Group aimed at training and
developing industry-typical skills through training
on the job and skilled qualification supplied by
internal experts and technicians;

(v) enhancement of the tools for the evaluation of the
development potential of resources, coupling the
appraisals made at (hierarchical and functional)
line level with those performed by external
experts. These activities were addressed to key
managers, developing young managers and newly
recruited graduates. The appraisal reports
collected have been included in the management
reviews at division and company level and allowed
to implement consistent mobility, development
and training programs;

(vi) at international level an in-depth analysis has been
started of pension schemes existing in other
countries, as a basis for an eventual
standardization in the light of local and
industry-wide situations;

(vii) updating of the procedures for the management
of “internationally assigned” employees consistent
with the best practices applied worldwide;

(viii) continuation of training initiatives directed to high
potential international resources.

Equal opportunities and management
of diversity

In compliance with national laws and following the
recommendations of the European Union for the
protection of the dignity of persons, Eni is committed to
promote actions aimed at the identification and related
elimination of obstacles to equal opportunities in
access to jobs and careers.
Within its policy for equality of opportunities, Eni
applies all the laws and regulations that protect
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handicapped persons and other socially disadvantaged
groups and promotes actions for favoring their entry
into the company.
With over 45% of its employees of non Italian
nationality, Eni has always considered diversity as an
element that generates value and the ability in
managing it as a key factor for success. In the countries
where it operates Eni promotes the development of
skills of local human resources and the construction of a
shared culture by means of training initiatives oriented
to the understanding of intercultural diversity,
intercultural communication and multicultural
teamwork, initiatives that have been performed also
within the European Works Council with the active
participation of workers’ unions.

Health
Activities for the protection of health aim at improving
general work conditions and are developed according
to three main principles:
(i) protection of employees’ health;
(ii) prevention of accidents and professional diseases;
(iii) promotion of healthier behaviors and life styles in

workplaces.
In 2005 over approximately o40 million have been
invested in the protection of health.
In Italy, health surveillance is performed in each
operating unit through a network of health centers and
by means of medical examinations, controls and
monitoring campaigns for the major physical, chemical
and biological risk agents. The health of employees
outside Italy is protected likewise, in many cases
integrating the typical activities of medicine on the
workplace and first aid with the activities dedicated to
primary health care extended also to family members
and in many cases also to local communities.
Eni has a network of 339 own health care centers
located in its main operating areas of these 241 centers
are outside Italy and are managed by local staff (322
doctors and 384 nurses). A set of international
agreements with the best local and international health
centers guarantees efficient service and timely reactions
to emergencies.
In 2005 Eni boosted its E-medicine program aimed at
increasing the quality of health care provided to
employees and to health operators in Italy and outside
Italy, that integrates computerized technologies and
advanced telecommunication systems. The program
includes three projects:
(i) health card, on line access to health data of

employees by means of an electronic card provided

first to groups of employees outside Italy, that will
be progressively extended to all employees;

(ii) telemedicine, a project oriented mainly to health
care outside Italy, but open also to Italian industrial
sites, based on contacts with highly qualified health
centers worldwide and capable of providing real
time consultation. This project is operating in
Congo and Nigeria and in 2005 has been extended
to four sites in Libya.

(iii) e-learning, this project provides access to
continuous training programs in the field of health
to Eni’s health operators in Italy and outside Italy by
means of remote learning devices.

For its employees Eni started a program of prevention,
both through information campaigns and by means of
screening procedures and direct actions accessed on a
voluntary basis. The areas concerned are:
(i) prevention of cancer;
(ii) prevention of cardiovascular diseases;
(iii) prevention of certain infective diseases.
In the first area, following the guidelines of the Italian
national health plan and based on agreements with the
Italian League against cancer and with a number of
hospitals, Eni started an early diagnosis plan for
employees in all its Italian sites. At 31 December 2005 a
total of 46 sites were taking part in the program with
about 4,000 employees subjected to tests for cancer
prevention, for a total of about 9,000 interventions.
Eni continued its campaign for the prevention of strokes
in cooperation with the Additional Health Fund of Eni
employees to which about 7,000 employees
participated. A program for the identification of heart
failure risk has been launched with the cooperation of
the medical fund managed by workers’ unions.
In the area of prevention of infective diseases, Eni
continued its campaign for vaccination against flu that
is widely followed by employees.
Outside Italy Eni promoted specific information
campaigns for the protection of its employees, their
families and local communities, such as those for the
prevention of malaria (in Nigeria and Azerbaijan) and
the prevention of HIV transmission (in Nigeria and
Congo). In 2004 Saipem issued a corporate HIV-AIDS
Policy that aims at implementing a Program for the
prevention of sexually transmitted diseases and HIV-
AIDS. Among the guidelines of this program, such as
health measures for preventing risk situations, we wish
to stress the following principles:
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- no discrimination of HIV positive employees both on
the work place and in social situations;

- respect for the privacy of all persons involved,
according to laws in force and deontological ethics.

For employees hired in Italy and working outside Italy,
Eni has a specific program that includes:
- an initial medical examination;
- vaccinations and administration of prophylactic drugs

as suggested by international health organizations
and indicated for each individual situation;

- detailed information on life and work conditions in
the host country, including specific environmental
risks and local medical-epidemiological issues;

- health care outside Italy through agreements with
local public and private health centers or provided by
Eni’s own health centers.

Safety
Eni is strongly committed to adopting a preventive
approach to safety in order to reduce the occurrence of
accidents and their consequences. Operations are
managed with a special focus on the safety of workers,
contractors and local communities. In line with
international best practice, safety, prevention and work
hygiene include:
(i) identification of dangers, evaluation and reduction

of risks related to the deployment of work activities;
(ii) development and implementation of monitoring

measures;
(iii) investigation and analysis of accidents and near

misses in order to learn from them and increase the
ability to prevent and mitigate risks.

In 2005, expenditure for safety on the workplace
amounted to o391 million, 57% of which were for new
capital expenditure and the remaining share was
dedicated to current expenses.

Training and development
Eni considers training one of the strong points of the
management of human resources.
The number of hours dedicated to training and the
number of employees participating in training
initiatives are evidence of Eni’s significant commitment
in Italy and outside Italy.
In 2005 in Italy a total of 1,178,943 training hours were
provided to a total of 24,876 employees (1,322
managers, 5,023 junior managers, 12,265 employees
and 6,266 workers) for a total of 103,151 participations.
In 2005 expenditure for training amounted to o22
million.
Given the strategic value attributed to training and
development, Eni established its own internal training
structure capable of providing an optimal match
between the company’s strategies and the
development of skills with the aim of matching the
quality of human resources with corporate strategies,
covering the whole cycle of knowledge, from the
planning of requirements for critical skills to the
construction of partnerships with universities for the
creation of integrated academic courses, up to the
selection of new talents and their training along their
whole professional life cycle. Eni Corporate University
was established to cover the fields of orientation,
personnel selection, training and knowledge
management and represents the institutional contact
center with the network of academics in Italy and in the
world for the development and dissemination of Eni’s
corporate culture.
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An important part of Eni Corporate University’s activity
is performed by the Scuola Mattei, a post-graduate
school for economics, energy and the environment
open to students form all over the world.

Industrial relations
Industrial relations within a consolidated and structured
system represented and efficient and consistent
support to the Group’s strategic choices and to the
completion of reorganization processes underway. With
Italian workers’ unions Eni defined four-year agreements
concerning bonuses to be paid to workers in relation to

company revenues (from 2004 to 2007) in the main
segments where Eni is active. As for the renewal of
expiring collective contracts (for the segments of
energy and oil, chemicals and gas-water) negotiations
between workers’ unions and companies’ organizations
are underway.
Internationally, the yearly meeting of Eni and the
International Federation of Chemical, Energy, Mine and
General Workers’ Union, promoted by the agreement
on international industrial relations and on corporate
social responsibility, highlighted some of Eni’s best
practices in Kazakhstan and Egypt.



Foreword
Eni is aware of the strategic relevance of the prevention
of and protection from risks of environmental
contamination for the creation of sustainable value and
as a contribution to sustainable development.
In this context Eni is committed to finding innovative
solutions in the field of energy and environmental
sustainability and intends to play an active role by:
(i) selecting initiatives to respond to climate change in

the respect of the mechanisms and criteria of the
Kyoto Protocol;

(ii) supplying markets with fuels with low carbon
intensity, expanding in natural gas;

(iii) developing the integration of natural gas and power
generation;

(iv) developing more efficient technologies for
hydrogen production and for the geological
separation and confinement of CO2.

Eni is committed to reducing its energy consumption
and related emissions in the atmosphere, to reducing its
consumption of water and its creation of waste.
In the area of ground protection Eni is actively
promoting the clean-up of its operating sites and the
reclaiming of the inactive ones with the aim of
remediating industrial areas.

Strategies for the environment
Implementation of the Kyoto protocol and use
of flexible mechanisms and participation
in the emission trading
For the mitigation of climate change from 1 January
2005 in Europe and in Italy the European Scheme of
Emission Trading (ETS) has been started that is targeted

to industrial installations with high CO2 emissions. Eni
is part in this scheme with 61 plants in Italy and 2
outside Italy, which collectively represent about a third
of all greenhouse gas emissions generated by Eni’s
plants worldwide. In order to play an active role in the
ETS Eni:
(i) prepared a methodological and organizational

protocol for the accounting of greenhouse gas
emissions;

(ii) implemented a database for a precise evaluation of
emissions;

(iii) evaluated the compliance of existing monitoring
and reporting systems in plants in order to identify
improvement requirements;

(iv) defined a system for balancing emissions from
individual plants and business units in order to
guarantee the payback of emission rights due.

Eni is also upgrading its ongoing program for the
reduction of energy consumption and related CO2
emissions.
In addition to participating to the ETS system (for more
detailed information on emission trading see Note 24
to Eni’s financial statements below), Eni is developing a
portfolio of projects for the reduction of emissions
based on the flexible mechanisms devised by the Kyoto
Protocol (clean development mechanism - CDM and on
joint implementation - JI). Eni presented to the CDM
Executive Board its power generation unit of Kwale in
Nigeria that exploits associated gas formerly flared and
generates a reduction in greenhouse gas emissions
corresponding to 1.5 million tonnes CO2/year. At the
same time, Eni is carrying out other CDM projects and is
studying opportunities in JI in the most promising
countries for this kind of project.

RESPONSIBILITY TOWARDS THE ENVIRONMENT
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In the medium and long term, Eni’s main development
plans concern CO2 confinement in geological
formations and the development of biomasses as
energy sources.

Development of low environmental
impact energy sources
Eni is committed to developing activities in the field of
natural gas and enhancing relevant transport
infrastructure. Natural gas can represent a strategic
response to the problems posed by the interrelations of
energy/development/environment. With the same
volumes of energy employed, the amount of carbon
dioxide produced by burning natural gas is 25-30% less
than that produced by burning oil-based fuels and
40-50% less than that produced by burning coal.
As a support to its general commitment to a reduction
in greenhouse gas emissions, in the past few years Eni
has started a significant program of expansion in the
field of natural gas and intends to increase its role in gas
marketing in Europe and in the area of LNG, also aimed
at better exploiting its natural gas reserves in West and
North Africa, the Far East and Central America. In this
context Eni developed a few advanced projects, among
which:
(i) the Blue Stream gasline (Eni’s interest 50%),

completed in 2002 that links Russia to Turkey
across the Black Sea and represents the
technologically most advanced pipeline in ultra
deep waters, with its pipes laid at a maximum
depth of 2,150 meters;

(ii) the Greenstream gasline (Eni’s interest 75%)
completed in 2005 and linking Libya to Italy.

Power generation by means of combined cycle plants
Through its subsidiary EniPower, Eni is a leading
operator on the Italian market of power generation and
is carrying out a relevant capital expenditure plan for
enhancing its generation capacity through combined
cycle plants. These plants are fired with natural gas and
generate at the same time electricity and heat, allowing
relevant energy savings and reducing environmental
impact.

Protection of the territory
Eni’s commitment to the protection of the territory
covers three main lines: (i) protection of biodiversity,
(ii) research and development of new monitoring,
prevention and intervention techniques,
(iii) environmental reclamation and clean-up of
polluted sites.

Biodiversity
A key factor for sustainable development is represented
by the evaluation of the impact of industrial activities in
terms of environmental pressure exerted and the
safeguard of biodiversity, i.e. of all species of plants and
animals from bacteria to higher organisms, of their
genetic makeup, their habitats, their ecosystems and
the functions they deploy.
Eni is working on biodiversity in various areas in Italy
and outside Italy.
An example of how Eni is tackling this problem is
represented by the AgriBioDiversity project carried out
by Eni with a partner in Val d’Agri in Southern Italy. The
project, started in 2003, aims at defining a monitoring
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technique for the evaluation of the impact of
hydrocarbon exploration and production and the
definition of best practices for the protection of
biodiversity. The most significant interventions of 2005
concerned: (i) monitoring of local fauna; (ii) mapping of
genetic resources in the area; (iii) estimate of the
ecological footprint of humans and socio-economic
pressure on biodiversity.

R&D
Eni started a number of projects for implementing
significant techniques for preventing soil pollution and
reclaiming polluted sites. A number of Eni companies
are directly involved in the field of decontamination of
the soil and water bodies, with interventions ranging
from the characterization of the contamination level of
the site to the evaluation of health and environment
risks and clean-up where necessary. The expertise
acquired in this field allowed it to carry out research
projects on innovative monitoring and reclaiming
techniques (e.g. phytoremediation, reactive permeable
barriers, wind bioventing and bioaugmentation).

Environmental remediation
and clean-up
At the end of the life of works (closure of an oil well, of a
building yard, of the laying of pipes, etc.) Eni is
committed to bring the interested area to its pristine
condition and where necessary to cleaning up and
remediating the area.
Eni is remediating and reclaiming soil and ground water
also in areas that it purchased and where it had not
operated directly. In 2005 expenditure for remediation
and reclaiming of active and inactive sites amounted to
o392 million, with a 51.6% increase from the previous
year.
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Foreword
The effort of integrating with the most diverse social
and cultural local entities is part of Eni’s tradition. In
addition to providing significant development
opportunities to the populations it comes in contact
with, in particular through the creation of jobs and the
transfer of know-how, Eni promotes cultural initiatives
capable of stimulating their economic and social fabric
and favoring sustainable growth processes.
Development plans aimed at local communities follow
a cycle that includes subsequent phases of planning,
implementation and revision, of monitoring the results
achieved, the difficulties encountered, performances
and the ability to attain the objectives set.
In its strategy of interventions for local communities Eni
privileges programs and projects in the following areas:
(i) HEALTH: supporting local health systems, providing

basic assistance, infrastructure and training and
fighting the diffusion of diseases;

(ii) SOCIAL DEVELOPMENT: building social infrastructure
and promoting projects capable of attaining
autonomous development and integration in the
socio-cultural context;

(iii) EDUCATION AND TRAINING: contributing to the
education and training of youth by means of basic
education and technical, scientific, economic and
management training;

(iii) ENVIRONMENT: contributing to the protection of the
environment by adopting innovative solutions and
promoting actions for the conservation and
protection of ecosystems;

(v) CULTURE: favoring cultural exchange and the
enhancement of the historical and artistic heritage
by sponsoring institutions and activities in this area.

In 2005 Eni’s expenditure in initiatives for local
communities amounted to about o49 million.

Stakeholder consultation
and community involvement

Eni intends to evaluate the overall impact of its activities
at local level and to improve the consultation with the
areas where it is present and with their social
representatives also by adopting innovative
management tools for identifying, analyzing and
consulting its stakeholders: local authorities,
communities, development agencies, non
governmental organizations and other members of
society. In some significant countries – Nigeria, Ecuador,
Kazakhstan and Norway – Eni introduced this operating
mode in order to increase the level of participation in its
business activities and to better evaluate their
consequences on the economic and social fabric of
these areas.
As a guarantee of local sustainability Eni extends to its
programs in favor of local communities the rigorous,
homogeneous and transparent reference principles and
standards that it applies to the management of its
business. Crucial elements of this approach are correct
behaviors, the selection of qualified partners and the
control on the definition and realization of each project.
Furthermore, being convinced that development
initiatives can represent a significant tool for
contributing to the diffusion of legality, Eni included the
principle of transparency, intended as a rigorous control
of project governance, in its guidelines for investments
in favor of local communities.

RESPONSIBILITY TOWARDS STAKEHOLDERS
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A few cooperation projects
for development
A tight cooperation with local realities in all their
components (communities, institutions, authorities,
non governmental organizations active in the area)
allowed in some contexts the activation of highly
integrated social development programs. We present
here a few examples (the full description is available on
Eni’s website).

Pakistan
In cooperation with the local ONG Thardeep Rural
Development Program (TRDP) Eni is carrying out a rural
development project in Pakistan in the area of the Bhit
natural gas field in the Kirthar region mainly focused on
the issues of health, primary education, professional
training and microcredit.
The program aims at promoting the autonomous
growth of communities by creating local development
committees called Village Development Organizations.
Since the inception of the project in 2002, a total of 313
committees have been set up, of these 13 in 2005. The
presence of women is significant as 121 of these
committees are managed by women.
An important factor for the achievement of the
program’s objectives is a constant cooperation with
international organizations working at development
programs in Pakistan, such as the Save The Children
Fund, the UNDP, the Pakistan Poverty Alleviation Fund,
the WHO and the World Food Programme. This
cooperation and the acquisition of knowledge by the
communities are key elements for the success of
projects.
Among the numerous interventions performed by Eni in
Pakistan worth mentioning are: the construction of a
center for mothers and children at Jhangara and some
rural health centers, as well as the provision of mobile
clinics (49 in 2005) and ambulances. In 2005 nearly
32,000 persons made recourse to these centers, 12,000
in Jhangara. From the program’s inception in 2002,
about 94,000 persons attended the health centers. A
new school building was erected as an integration to
the program started in 2002, which has seen the
construction of 9 schools in remote areas, two female
professional training centers and a center for IT training
at Jhangara.
The development program includes also the installation
of pumping systems and the supply of water for
irrigation in an areas subject to frequent and severe
draughts.

Venezuela
Eni is carrying out an integrated development program
in Dación in cooperation with SOCSAL (Servicio de
Apoyo Local) aimed at monitoring and following up the
activities performed by NGOs carrying out projects.
Strong impulse to the sustainability of the projects was
given by the strengthening of the local cooperative
structure and by the complete transfer to local
communities of the management of the rotational fund
used for financing agricultural activities. The know-how
acquired led also to the construction of greenhouses for
plants destined to reforestation and to commercial use.
As concerns continuous training and technical support
of farmers provided by the Fundación Técnico
Agropecuaria del Guanape (FUNTAG) NGO in 2005 for
the fourth consecutive year the Ministry of Agriculture
certified that the area is free from animal diseases. A
health care program also continued at the Dación
dispensary that was restructured by Eni and now has
been acknowledged as the reference center for the area
by the local health authorities. This center provided
medical assistance to over 300 persons in 2005. Eni also
sponsored the extension of the national vaccination
campaign to two nearby municipalities which was
addressed to over 20,000 persons.

Central Asia
Eni completed a few very significant infrastructure
projects in Kazakhstan in the North Caspian (the region
of the Kashagan field) and at Uralsk/Aksai (the region of
the Karachaganak field) focused on the construction of
health centers, schools and social structures.
In the North Caspian area Eni is deploying a wide range
of infrastructural projects in the Atyrau/Mangistau area
which in 2005 concerned: (i) the construction of a
primary school for 80 children; (ii) the restructuring of 3
schools, a polyclinic and an orphanage; (iii) the
provision of 17 ambulances to health centers; (iv) the
installation of gas distribution networks in various
districts.
In the Karachaganak area, at Uralsk in 2005 Eni’s
interventions concerned: (i) the beginning of
construction of a prenatal clinic; (ii) the completion of
the surgical unit at the regional hospital and the
construction of two schools and of the third section of a
gas pipeline from Karachaganak to Chingirlau; (iii) the
start-up of a business center aimed at promoting small
and medium sized enterprises; the promotion of a
mobile art school where a first exhibition of local art has
been organized.



E N I A N N UA L  R E P O RT  /  C O M M I T M E N T  TO  S U S TA I N A B L E  D E V E LO P M E N T

99

West Africa
In the Republic of Congo Eni started a project for the
diagnosis and therapy of HIV/AIDS infections by means
of mother-child transmission at the Hopital des Armeés
of Pointe Noire in the Kouilou region. Within this
project, carried out in cooperation with the Clinica delle
malattie infettive of the University of Genova, a
molecular biology and serology laboratory was opened
with advanced equipment for the diagnosis of
transmission. In addition to the restructuring of the
building, the construction of rooms and of a radiology
division, Eni worked also on an information campaign
addressed to women. This center provides voluntary,
anonymous and free screening, drug treatment,
assistance during childbirth and prophylaxis for the
infants in their first six months of life. The center can
screen a population of 100,000 for three years and
provide follow-up to 500 patients. At Pointe Noire
doctors from Genova provide training to local medical
and technical staff.

During the year, as evidence of its commitment to the
fight against AIDS in some of the areas where it is
present, Eni continued to support Unicef’s program for
the prevention of the transmission of the HIV virus from
mothers to babies in Nigeria, in rural areas of the Niger
Delta.

Promotion of culture and relations
with the world of research
Eni’s commitment to the world of culture was
confirmed by the continuation of its traditional
sponsorships of Italian musical institutions: Teatro alla
Scala in Milan, Teatro La Fenice in Venice, Accademia di
Santa Cecilia in Rome, Teatro Carlo Felice in Genova,
Teatro Regio in Turin, Teatri Comunali at Ferrara and
Bologna.
Relations with musical and artistic institutions were
evidenced also by the sponsorship of exhibitions and
concerts, such as the Ravenna and Spoleto festivals and
the FAI concerts.
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Foreword
The main risks identified and managed by Eni are the
following:
(i) market risks deriving from the exposure to the

fluctuations of interest rates, of exchange rates
between the euro and the US dollar and the other
currencies used by the company, as wells as the
volatility of commodity prices;

(ii) the credit risk deriving from the possible default of
a counterparty;

(iii) the liquidity risk deriving from the risk that suitable
sources of funding for the Group’s business
activities may not be available;

(iv) the operation risk deriving from the occurrence of
accidents, malfunctioning, failures with damage to
persons and the environment affecting operating
and financial results;

(v) country risk in oil & gas activities.

Market risk
Market risks include exchange rate risk, interest rate risk,
commodity risk. Their management follows a set of
guidelines and procedures that concentrate the
treasury function in two captive finance companies
operating in the Italian and international financial
markets.
In particular, the financial company operating on the
domestic market (Enifin) manages all the transactions
concerning currencies and derivative financial
contracts. The commodity risk is managed by each
business unit while Enifin manages the negotiation of
hedging derivatives. In order to minimize market risk
related to changes in interest rates, exchange rates and
commodity prices, Eni enters into derivative financial

and commodity hedging contracts for the purpose of
reducing its exposure to market risk. Eni does not enter
into derivative transactions on a speculative basis.
Eni’s Board of Directors has defined a policy that requires
the Treasury Department of Eni SpA to determine the
maximum level of foreign exchange rate and interest rate
risks that can be assumed by Eni’s finance companies.
Such policy also defines the eligible counterparties in
derivative transactions. Eni’s Treasury Department is
responsible for monitoring compliance with Eni’s policy,
as well as the correlation between the indicators adopted
for measuring the tolerable risk level on a side and
composition of the portfolios and market conditions on
the other side. Eni’s operating subsidiaries are required to
reduce foreign exchange rate risk to a minimum level by
coordinating their operations with such finance
companies.
As far as interest rate and foreign exchange rate risks are
concerned, calculation and measurement techniques
followed by Eni’s finance companies are in accordance
with established banking standards (such standards are
established by the Basel Committee). However, the
tolerable level of risk adopted by such companies is
more conservative than the recommended one.
Eni’s guidelines for the management of commodity risk
contain maximum limits to the price risk deriving from
trading activities. Coordination in this area is entrusted
to a commodity risk assessment team, while the
treasury department controls the respect of said limits
and the development and updating of methodologies
followed.

Exchange rate risk
Exchange rate risk derives from the fact that Eni’s
operations are conducted in currencies other than the

RISK MANAGEMENT
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euro (in particular the US dollar) and by the time lag
existing between the recording of costs and revenues
denominated in currencies other than the functional
currency and the actual time of the relevant monetary
transaction (transaction exchange rate risk). An
appreciation of the US dollar versus the euro generally
has a positive impact on Eni’s results of operations.

Interest rate risk
Variations in interest rates affect the market value of
financial assets and liabilities of the company and the
level of financial changes.

Commodity risk
Eni’s results of operations are affected by changes in the
prices of products and services sold. A decrease in oil
prices generally has a negative impact on Eni’s results of
operations and vice versa.

Credit risk
Credit risk is the potential exposure of the Group to loss
in the event of non-performance by a counterparty. The
credit risk arising from the Group’s normal commercial
operations is controlled by individual operating units
within Group-approved guidelines. Eni’s financial
companies follow guidelines approved by Eni’s treasury
department on the choice of highly credit-rated
counterparties in their use of financial and commodity
instruments, including derivatives. Eni has not
experienced material non-performance by any
counterparty. As of 31 December 2005 Eni has no
significant concentrations at credit risk.

Liquidity risk
Liquidity risk is the risk that suitable sources of funding
for the Group’s business activities may not be available.
The Group has access to a wide range of funding at
competitive rates through the capital markets and
banks. The Group believes it has access to sufficient
funding and has also both committed and
uncommitted borrowing facilities to meet currently
foreseeable borrowing requirements.

Operation risks
Eni’s activities present industrial and environmental
risks and are therefore subject to extensive government
regulations concerning environmental protection and
industrial security in most countries. For example, in
Europe, Eni operates industrial plants such as refineries
and petrochemical complexes that meet the criteria of

the European Union Seveso II directive for classification
as high risk sites.
The broad scope of Eni’s activities involves a wide range
of operational risks such as those of explosion, fire or
leakage of toxic products, production of non
biodegradable waste.
All these events could possibly damage or even destroy
wells as well as related equipment and other property,
cause injury or even death to persons or cause
environmental damage. In addition, since exploration
and production activities may take place on sites that
are ecologically sensitive (tropical forest, marine
environment, etc.), each site requires a specific
approach to minimize the impact on the related
ecosystem, biodiversity and human health.
Eni adopted the most stringent standards for the
evaluation and management of industrial and
environmental risks, complying with local and
international rules and standards. Business units
evaluate through specific procedures the related
industrial and environmental risks in addition to taking
into account the regulatory requirements of the
countries where these activities are located.
Since 2003, Eni has introduced a Model of management
system, a general procedure to be applied in all its
operating sites, based on an annual cycle of planning,
implementation, control, review of results and
definition of new objectives. The model is directed
towards the prevention of risks, the systematic
monitoring and control of HSE performance in a
continuous improvement cycle subject also to audits by
internal and independent experts. At 31 December
2005 six system audits had been performed and four
are planned for 2006.
Any environmental emergency is managed by business
units locally with their own organization under preset
reaction plans to foreseeable events aimed at limiting
damage and at activating adequate responses.
Eni has two emergency rooms (at Milan and Rome)
provided with real time monitoring systems for the
collection of data on georeferenced maps for all Eni
sites and logistics worldwide. In addition to its own
emergency teams, Eni entered international
agreements in order to maximize its ability to react in
all its operating sites.
At year-end 2005 Eni employed over 2,000 full time
equivalent employees in HSE activities, prevention of
environmental risk, safety and health.

Country risk
Substantial portions of Eni’s hydrocarbons reserves are
located in countries outside the EU and North America,
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certain of which may be politically or economically less
stable than EU or North American countries.
At 31 December 2005, approximately 73% of Eni’s proved
hydrocarbons reserves were located in such countries.
Similarly, a substantial portion of Eni’s natural gas supplies
comes from countries outside the EU and North America.
In 2005, approximately 60% of Eni’s domestic supply of
natural gas came from such countries. Negative
developments in the economic and political framework
of these countries can compromise temporarily or

permanently Eni’s ability to operate economically and to
have access to oil and natural gas reserves.
Eni monitors constantly the political, social and
economic risk of the approximately 100 countries
where it invested or intends to invest with special
attention to the evaluation of upstream investments.
Country risks are mitigated by means of appropriate
guidelines for risk management that Eni defined in its
procedure for project risk assessment and
management.
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Foreword
Eni continued its strong commitment to technological
innovation as a support to its growth and expansion
process with the aim of providing to its core business
key technologies required for acquiring competitive
advantages and making them sustainable and timely
reacting to any opportunities or threats identified in
long term scenarios.
Technical excellence, based not only on the continuing
commitment in R&D but also on the promotion and
dissemination of experience, professionalism and
know-how, represents for Eni a basic factor for the
competitivity and environmental and economic
sustainability of its operations.
In 2005, Eni invested o204 million in research and
development (o257 million in 2004), of these 32%
were directed to Eni’s corporate department, 25% to the
Exploration & Production segment, 24% to the
Petrochemical segment and 13% to the Refining
& Marketing segment.
At 31 December 2005, a total of 1,420 persons were
employed in research and development activities.
In 2005 a total of 26 applications for patents were filed.
The main research lines aimed at innovation concerned:
(i) Reduction of exploration and development costs:

- Geosciences
- High resolution geophysical prospecting

techniques
- Field simulation models
- While drilling prospecting techniques
- Methods for increasing field productivity
- Advanced drilling systems
- Production in hostile environments
- Sulphur management

(ii) Feedstocks enhancement:
- Conversion of heavy crudes and refinery fractions

into light products
- Long distance gaslines
- Conversion of gas into liquid products

(iii) Performance and product differentiation:
- Advanced process control
- Innovative polymerization catalysis

(iv) Environmental protection:
- New formulas for fuels and lubricants
- Clean catalytic processes
- Advanced techniques for hydrogen production
- GHG management by means of carbon

sequestration
- Innovative techniques for monitoring air and

water quality, biodiversity and for the reclamation
of polluted soils.

Main initiatives in innovation
Among the main initiatives in the field of innovation for
sustainable development the following are worth
mentioning:

Drilling Of Advanced Wells
Lean profile Technology
Eni developed and applied at industrial level a series of
innovative technologies that allow to drill highly
complex wells with greater operating efficiency. In
particular, lean profile drilling, developed and patented
by Eni, is applied in deep vertical and deviated wells
especially in high pressure and high temperature
environments allowing a reduction in time and costs
and in environmental impact as it reduces the use of

INNOVATION
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products for mud and cement and the resulting waste
by about 30-40%.
Wells obtained with this technique are high quality and
low risk. The technique basically consists in reducing to
a minimum the tolerance between the diameter of
wells and their lining columns while keeping the
production casing unchanged. The application
underway in Val d’Agri is a record lean drilling in highly
deviated wells (a 13"3/8 casing in a 14"3/4 hole with
inclination up to 60°).

High Resolution Geophysical Prospecting Techniques
In the area of seismic imaging, the further
developments of the proprietary “3D Common
Reflection Surface (CRS) Stack” technology found
various industrial applications with much higher
efficiency than conventional techniques.
New depth imaging techniques based on proprietary
algorithms can generate depth images with such high
resolution that they allow a very precise physical
characterization of reservoirs.
A new 3D resistivity modeling interpretive technique
has been developed for the petrophysical measurement
of wells (electrical logs), especially suited for the
identification of complex mineralization situations, such
as thin strata of sand and clay. Initial field applications
proved that this new approach contributes to the
production of more accurate estimates of reserves in
place.

Sulphur management
Integrated research program on H2S
and sulphur management in E&P
In 2006 the integrated research program called H2S and
sulphur management in E&P operations will be
completed. The program was aimed at identifying
innovative solutions for the treatment of very sour gas.
In particular significant progress was achieved in an
innovative technology for H2S bulk removal and in a
new system for the massive storage of sulphur.

Natural gas transport - The TAP Project
Among the reliable technologies for making the
transmission via pipeline of relevant amounts of natural
gas from production areas to consuming markets
economically viable (gas to market), the TAP (high
pressure transport) project will contribute to
developing the most advanced long distance, high
capacity, high pressure and high grade solutions with
relevant targets related to:
(i) distances over 3,000 kilometers;
(ii) natural gas volumes to be transported of about

20-30 billion cubic meters/year;

(iii) pressure equal to or higher than 15 Mpa;
(iv) use of high and very high grade steel (e.g. X100).
The TAP technology is expected to allow a decrease in
the consumption of natural gas used in compressor
stations from 7.5% to 3% of transported volumes.
The project was started in 2002 with a wide range of
design, engineering and construction activities and in
2005 two infrastructures for the validation of its
assumptions were completed.
The first one is a 10-kilometer long pilot segment in X
80 steel with 48” diameter from Enna to Montalbano
integrated in the Snam Rete Gas network that allowed
to test and validate the industrial application of the
concepts.
The second infrastructure consists of two pilot pipes,
with a 48 inch diameter in high resistance X100 steel
installed in Perdasdefogu in Sardinia. It was started up in
September 2005 under pressures of 140 bar. Testing is
expected to last 20 months and will simulate the actual
behavior of an industrial infrastructure for a period
equivalent to 20 years.
In early 2006 the first technology manual and FEED
developed for a hypothetical trunkline in X100 steel
with a 48” diameter linking Central Asia to Europe (for a
length of 3,500 kilometers) will be available. A further
development of this project will be the construction
and operation of a commercial line in X100 steel a few
kilometers long.

Conversion of gas to liquids - GTL project
This is a key technology for the use of natural gas on a
large scale for the production of high quality motor
fuels, in particular diesel fuel and therefore it receives
special attention by all majors due to its primary
strategic value.
Eni’s R&D activities in 2005 led to the preparation of the
first basic design package for an industrial unit.
In 2006 Eni will continue its development activity at the
Sannazzaro pilot plant consolidating the Fischer-Tropsch
synthesis and optimizing its integration in the first two
phases in order to define the optimal size of the GTL
module along with its basic design package.

Conversion of heavy crudes and fractions
into light products
Eni Slurry Technology
EST is a process of catalytic hydroconversion in the
slurry phase that allows to convert asphaltenes (the
hard fraction of heavy crudes) totally, thus reducing to
zero the production of solid and fluid residues usually
deriving from the refining of non conventional oil.
It is a flexible technology that satisfies the needs of
upstream and downstream oil and can be adapted to
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various kinds of feedstocks to be converted, to different
capacities and plants. Among its products are naphtha,
kerosene, diesel fuel.
The development of this technology was started at the
beginning of the 80s and the decision to test it
industrially made possible in 2001 the building of a
commercial demonstration plant with a 1,200
barrels/day capacity at Eni’s Taranto refinery completed
in 2005. It is currently being run for reaching the
validation of the technology.
This will provide Eni with an important competitive
lever for a more economic use of the full barrel of crude
with lower environmental impact.

Reformulation of fuels and lubricants:
Clean Diesel Fuel Program
In its effort to improve the quality of its fuels, in 2002
Eni started to sell new virtually sulphur free (less than
10 ppM) products (first BluDiesel and since 2004
BluSuper) anticipating their compliance with EU
regulations mandatory from 2009.
With a longer term objective Eni started a clean diesel
fuel program that aims at identifying the optimal
formula for a diesel fuel with high performance and low

particulate emissions using as benchmark GTL
Fischer-Tropsch gasoil.

Environmental protection
In the area of environmental protection, with the
cooperation of partners from industries and academia,
Eni is developing technologies for reducing the
environmental impact of offshore and onshore E&P and
refining operations.
In this area the following projects are worth
mentioning:
- the integrated Green House Gases research program,

aimed at verifying the industrial feasibility of the
geological sequestration of CO2 in depleted fields and
salty aquifers;

- the Early Warning Monitoring System (EWMS) project,
for real time recording of the physical and chemical
profiles of Eni’s productive activities and of their
environmental context through a single
computerized platform;

- the hydrogen project, aimed at developing a portfolio
of technologies for producing hydrogen at
competitive costs, also in medium to small sized
plants.


